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FIRST THINGS FIRST

Ready for School. Set for Life.

AGENDA ITEM:
FY11 Collections and Administrative Costs Account expenditures

CEO RECOMMENDATION(S):
e Accept the FY12 budget update

DETAIL:

Revenue (see attached charts)

Tobacco Tax Revenues:

Total FTF Tobacco revenues through October FY12 (to be used in FY13), continue to come in at
above average rates. Three out of the four months have come in over $12 million which mirror
much closer to FY09 and FY08. For all four months the average amount collected is just under
$11.8 million.

At this point in the year it is appropriate to assume FTF will exceed its budgeted forecast for
FY12 collections. In reviewing pure monthly collection totals the patterns set a figure of about
$140 million or $14 million more than anticipated. There is opportunity for these figures to still
change dramatically, just as they have in the first four months of FY12.

Under a separate agenda item, FTF is seeking to engage in a formal tobacco tax revenue
modeling project with the L. William Seidman Research Institute within the W.P. Carey School
of Business at ASU. The purpose of this project is to receive a long term forecast of revenues
that accounts for multiple variables and can be used to more accurately project budgets for out
year planning.

Interest Income Revenues:

Interest income continues to show a great deal of stability this fiscal year. However, the level of
volatility in monthly bookings (as well as interest rate changes) seen in FY10, FY09, and FY0D8
make overall historically based projections unreliable. The best current predictor is a simple
algebraic calculation based on current receipts and the number of months remaining in the
fiscal year. Such a calculation places total collections slightly above the current budget.

FTF has been working to change its investment pattern with the State Treasures Office.
Included under a separate agenda item is the final recommended plan for these efforts.



Operation Expenditures (see attached table)

With four months of FY12 booked, FTF has expended 53.9 million against the $14.1 million
Administrative Account budget. As such, FTF administrative expenditures continue to track
favorably. FTF has expended about 28% of its administrative budget compared to 33% of the
fiscal year having passed.

Two line items that stand out when reviewing the attached table are “Internal Printing” and
“One Time Expenditures”. Both of these show current expenditures plus encumbrances
exceeding the budget. These projected overages will be covered this year through one time
savings in other line-items. The causes for these are as follow;

“Internal Printing” overage is a result of FTF changing how printing is budgeted and
separating the line-item out from “Other Operating”. When this change was made a base
line budget was established. In establishing this budget it was recognized that historical
actual usage was much higher, and thus current year actuals for FY12 would likely exceed
the budget and need to be covered from savings in the “Other Operating” line-item. It is
expected the current year’s experience will drive future budgets, and it was determined this
approach would result in establishing a “truer” long-term budget since intentional/specific
reporting would result in more conservative usage.

“One Time” overage is primarily related to a timing issue for the elimination of open POs
(encumbrances) associated with the Summit which are no longer relevant. The other large
driver of costs in this line-item related to the unbudgeted costs associated with the
preparation of the Race to the Top grant application. At the time of publication, the sum
total of these costs were not part of the current reporting period, so it is expected these yet
to be “booked” costs will more than off-set those being removed as the open POs from the
Summit are cleared out. As such, it is fully anticipated that this line-item will be over-
budget at year-end, and will need to be covered through some other source (likely saving in
line items of “Salaries” and/or “Professional and Outside Services”).
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Monthly Tobacco Tax Interest Income Revenue
As of October 31, 2011
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2 Collection Historical Average FY 2012 FY 2011 FY 2010 FY 2009 FY 2008 FY 2907
$ < 8 -5 = % - 8 + 8 =
S 483,231,249 5 215461 S5 271,833 $1,223,591 § 502,912 § 202,360
4 343,906.20 § 294,106 S 282,970 S 257,794 S G44,892 § 240,268
S 367,627.16 $ 328,828 S§ 259,133 § 234,062 & 626,736 S 389,377
4 411,339.58 $ 287,512 $ 3435131 $§ 592,399 § 421,934
s 444,192.12 $ 239,389 5 302,624 5 636,611 & 598,144
$ 304,492.83 $ 264,671 § 252,948 $ 193,422 S 506,930
s 258,466.72 5 224,468 S 248,407 S5 144,280 § 416711
s 352,880.83 § 228,525 $ 233,651 5 550,854 $ 670,193 S 81,181
§ 312,657.47 S 270846 5 283,812 $ 321,359 § 644,756 S 42,514
[ 469,229.97 $ 230,519 5§ 301,562 S 851,027 § 889,538 S 73,504
$ 570,885.00 $ 491,970 $ 642,251 § 270,413 51,162,859 S 286,932
S 838,395 53,051,836 $4,323,717 55,334,904 56,143,070 5 484,131
Income splke Is related Lo an accounting adjusiment associated with FY09 and made by the Treasurer's office. Total FY10 Tobaceo Tax Interest collected
(o the dates funds cleared the state's accounting system, Total FY10 Tobacco Tax Interes) collected on an accrual biasis comas to §4,238,717,
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